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DISCUSSION. 

Mr. E. R. A. Seugman : It is a significant fact that 
each of the two papers which we have had the privilege 
of hearing emanates from a lawyer. It is a proof of 
how practical a question this problem of corporate tax- 
ation has come to be. And yet, as you have seen from 
these papers, neither of the gentlemen could refrain 
from importing a great deal of economic theory into the 
discussion. In fact, those of you who are acquainted 
with the writings of both of the speakers, — Mr. Howe's 
book on " Internal Revenue Taxation," and Mr. Jud- 
son's recent work on " Taxation in Missouri," — know 
that although they are written from the point of view 
of a lawyer, they have frequently discussed many of the 
problems from an economic standpoint. Anyone who 
has gone over the recent decisions of the Supreme 
Court, or, for that matter, of any of our courts, upon 
taxation, must recognize the fact that more and more 
attention is being paid to the question of economic 
justice, so far as that is compatible with constitutional 
restrictions. 

While listening to these papers, I jotted down two or 
three ideas. Most of us, I imagine, will agree with the 
conclusions at which the speakers arrived. There are 
only a few points on which something might be said in 
supplement. 

To take up a question raised by the first speaker : 
While his analysis of the decisions of the Supreme 
Court was in the main exact and admirable, it is per- 
haps open to question as to whether another line of dis- 
tinction cannot be found in the decisions of the Supreme 
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Court on the question of taxation of gross receipts. My 
colleague, Professor Goodnow, who is here to-day, at- 
tempted, after a comprehensive review of these decisions 
a year or two ago, to point out that the real line of de- 
marcation, in the mind of the Supreme Court on the 
question of privilege or franchise taxation, so far as 
gross receipts is concerned, is to be found in the distinc- 
tion between a domestic and a foreign corporation. 
While the Supreme Court definitely states that a fran- 
chise tax, estimated by the gross receipts of a domestic 
corporation is valid, it has not yet decided that this ap- 
plies also to foreign corporations. I trust, however, 
that we shall hear more about this point from our legal 
brethren present. The general conclusion, that the 
difficulties in the way of the taxation of receipts have 
been largely overcome, is one with which we should all 
agree. 

One point that I failed to notice in the papers of 
either of the speakers, is the distinction which must be 
drawn between the different kinds of franchises that are 
becoming so important to-day. There are no less than 
three kinds of franchises : first, the franchise to become 
a corporation ; second, the franchise to be a corporation, 
that is, to act as a corporation ; and third, the franchise, 
exemplified in the recent tax laws of New York and 
New Jersey, which is a franchise to do a particular kind 
of a thing. This is called in New York, for instance, a 
"special franchise." What the speakers to-day called 
attention to, was only the second class, a franchise of a 
corporation, whether quasi-public or not, to act as a' cor- 
poration. It seems to me that in order to complete the 
discussion of corporate taxation, we should also have to 
treat of the two other kinds of franchise. 

In one respect the problem of the taxation of quasi- 
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public corporations is simpler than that of corporations 
in general. In the case of quasi-public corporations 
the property itself is bound up with the real situs of the 
company. Every one knows where a railroad or a gas 
company is. In the case of the ordinary corporation, 
however, it is sometimes difficult to know exactly where 
it is. This difficulty has led to some of the chief com- 
plications, in our eastern states especially. Yet even in 
the case of quasi-public corporations the difficulties con- 
nected with double taxation are present in no slight de- 
gree. The weakness of the otherwise admirable Penn- 
sylvania system consists, e.g., in the problems that cen- 
tre around the taxation of bonds, and the residence of 
the bond-holder. I may say — and I do not think I am 
divulging a great secret — that the real reason why the 
recent attempt to reform the tax-system in New York 
failed — that great attempt that agitated the whole state 
last winter — was because by the aid of astute lawyers, 
the committee was able to draw a bill which would have 
made it impossible to do in New York what was being 
done in Pennsylvania. That is to say, had the mort- 
gage tax scheme been adopted it would have applied to 
the mortgage bonds of quasi-public corporations in such 
a way that they could not have escaped it even under 
the decision of the Supreme Court of the United States 
in the foreign-held bond case. It was a knowledge of 
this fact, as much as anything else, which rendered it 
impossible to enact that bill into a law. From all of 
which, the conclusion can be drawn that the difficulties 
of tax reform are not as much theoretical, whether in 
law or economics, as practical. 

Another point adverted to, was that of using mileage 
as a criterion of interstate receipts or interstate property. 
In addition to the suggestions made on that point by 
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both speakers, it should be remembered that there is an 
essential difference between mileage and trackage. 
When we are dealing with the more densely populated 
states, with their double, triple or quadruple track, mile- 
age as a test of earnings is a very different thing from 
trackage. The conclusions from this are obvious. 

One of the most interesting points made, was that of 
Mr. Judson in connection with uniformity of taxation. 
The attempt to tax corporations aims at imposing upon 
them a rate equivalent to that which other property pays. 
Perhaps I may be permitted to say that when the Ford 
franchise bill was being discussed in New York, I had 
the privilege of suggesting and incorporating into the 
law one of the provisions to which Mr. Judson refers, 
viz., the making of exemptions or deductions for certain 
other imposts, whether state or local. But when it came 
to the discussion — and we did discuss it very fully — as 
to whether the assessed valuation for purposes of this 
special franchise tax should be the full market value, or 
only a proportion equivalent to the actual valuation of 
other property, which ranges in New York from fifty 
or even less to seventy or eighty per cent., the 
problem presented itself of making the facts of the 
case agree with the theory of the law. It was main- 
tained, with some degree of truth, that it would be 
manifestly improper to assess these corporations at 
ioo per cent., in the face of the fact of other property 
being assessed at so much lower figures. It was then 
proposed to insert into the law some such phrase as that 
recommended by Mr. Judson. The objection to that, 
however, was that the law cannot be permitted to stultify 
itself. If it is the law of any state that the assessor 
shall take an oath to value general property at its full 
or fair market price, it is manifestly embarrassing to 
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assume in another law that a specific statute is violated 
by those charged to enforce it. 

You see, therefore, that the difficulties in the way are 
not simply those of bringing about a reform in the taxa- 
tion of corporations. It is a wider question. The one 
chief reason why property is undervalued, is that it is 
assessed for both local and state taxes. If there were a 
divorce between local and state taxation, if state taxes 
were obtained from some other source than personal 
taxation, there would be no object in local assessors try- 
ing to assess property at less than one hundred per cent. 
It must be realized, and the New York legislators did 
realize it fully, that no lasting reform of corporation taxa- 
tion can take place unless it goes hand in hand with a re- 
form of the whole system of taxation ; you cannot expect 
to have a good system of taxation of corporations, unless 
you have a good system of taxation in general. It is 
owing to the fact that a comprehensive reform of taxa- 
tion is almost impossible in any state of this country be- 
cause of the diverse interests of the farmer and the indus- 
trialist, that it has became necessary to try to approach 
the problem piecemeal ; but if you approach the ques- 
tion piecemeal, there is always clanger of getting into 
confusion worse confounded. There has, indeed, been 
great progress in the last decade in the education of 
public opinion, without which no real advance is possible. 
But there still remains much for scientific analysis to do. 

Not until the results of scientific research have sifted 
down to the community through the popularizing of the 
conclusions, will the time be ripe for action. It is a 
good omen that now at length the lawyers and the 
economists have begun to march together and to work 
in unison. 
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Mr. Arthur J. Eddy : By training and profession a 
lawyer, I have found my chief delight in the domain of 
philosophy and economy, and I am by no means sure 
that I would not rather have been Adam Smith than 
Blackstone. 

The subject to-day interests me as an economic rather 
than a legal question. Even if I were so disposed, I 
could probably add nothing to what has already been 
said concerning the practical side of the taxation of 
quasi-public corporations ; the question which interests 
me is, whether quasi-public corporations should be taxed 
at all. 

To every well-managed corporation a tax is a charge 
against earnings. A quasi-public corporation is bound 
to serve the public impartially and for reasonable com- 
pensation. Within constitutional limitations, both the 
character of the service and the reasonableness of the 
charges are subject to investigation and regulation by 
the state. It is illogical to regulate on the one hand 
the character of the service performed and the charges 
therefor, and on the other hand to tax the income result- 
ing from the charges so established. 

The imposition of a tax is an assumption that the 
charges of quasi-public corporations for services are 
higher than is reasonably warranted by at least the 
amount of the tax. It is probably true, that the 
charge of most quasi-public corporations are based up- 
on the necessities of the security holders, and the exi- 
gencies of corrupt or extravagant financing, rather than 
upon the cost and character of the services performed, 
and it is because the charges are so determined that tax- 
ation together with much adverse legislation are ex- 
cused ; but the mere fact that the public is overcharged 
in order to protect securities extravagantly or corruptly 
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issued, is no excuse for making a bad condition worse 
by imposing taxes contrary to sound principles of econ- 
omy and finance. Over capitalization and extravagance 
in cost of construction and management are not to be 
corrected by imposition of taxes. 

Assuming a quasi-public corporation wisely financed 
and prudently managed, the charges allowed for service 
must be sufficient to secure for the capital invested nor- 
mal dividends. Under such conditions the imposition 
of a tax as an additional charge against the earnings 
necessarily means the addition of at least the amount of 
the tax to the charges made by the corporation for ser- 
vices performed. If the character of the service and the 
charge therefor have been determined by the public, the 
imposition of the tax operates as a direct reduction of 
the net profits available for security holders, and under 
the conditions assumed, this means that the reward of 
the capital invested will be reduced below the normal 
rate and capital be driven from the enterprise. 

In private corporations where the parties in control 
may regulate their services and their charges to suit 
themselves, a tax is simply an additional charge, which 
like any other additional expense, may be immediately 
provided for by an increase of rates, or some reduction 
in cost of operation, or as a last resort a reduction of 
dividends to security holders. In the case, however, of 
a quasi-public corporation, if it be assumed that service 
and charges have been wisely regulated through the in- 
tervention of the public, the imposition of any additional 
charge in the way of a tax or a license fee is illogical 
and detrimental to the interests of the public. 

In the case of street railways, for instance, the re- 
quirements of the public are, good service and low fares. 
The better the service and the lower the fares the more 
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efficiently do street railways perform their functions. If 
street railways can pay a tax imposed, then without the 
tax they could give either better service or lower fares. 
There is no sound reason why the public should pay to 
street railway companies, in the shape of high rates for 
transportation, the amount of the tax which is to be re- 
turned by the corporation. 

Possibly the ideal street railway service is free trans- 
portation, the cost of operation being borne by the en- 
tire community served. Certainly the practical end to 
be sought is the lowest possible fare consistent with eco- 
nomic construction, prudent management and good ser- 
vice, fares to be adjusted from time to time according to 
changing conditions ; every additional expense such as 
taxes, license and franchise fees are direct obstacles to 
the attainment of this best conceivable practical condi- 
tion, and are to be excused only upon the assumption 
heretofore suggested, namely, that construction, man- 
agement, and financing are of a character so extrava- 
gant and corrupt that the people are entitled to share in 
the plunder to the extent of the taxes imposed. 

Mr. James B. Dill explained that he approached the 
question under discussion not as a economist, but as a 
practicing lawyer. He believed, to be sure, that it was 
an advantage to the lawyer to understand economics, 
and especially in matters of taxation. The time, how- 
ever, had gone by, he said, when any man who for- 
mulated a theory might take pride in his handiwork, 
because its sole merit was its unusability. There is no 
longer an injunction resting upon either the lawyer or 
the economist to refrain from producing his theory until 
he is quite satisfied that that theory is impracticable. 
On the other hand the practical lawyer and the practical 
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economist are more and more meeting upon common 
ground. 

Practical men are inclined, the speaker thought, to 
give all consideration to any workable suggestions from 
economists, and he supported that idea by calling atten- 
tion to the fact that some of the larger corporations 
were now acting upon suggestions brought forward at 
meetings of the American Economic Association. But 
many of the theories of corporate taxation had little 
practicability to commend them. Their formulators 
might well say " Thank God, nobody can ever use that." 
In all that he had heard or read he had never encoun- 
tered so practical a discussion of the subject of corporate 
taxation as in the paper by the gentleman from St. 
lyouis. 

The first practical point which struck the speaker was 
that of taxing a corporation at its birth ; the natal tax, 
so to speak ; and he regretted that his friend did not en- 
ter into the discussion of the ante-natal tax ; an im- 
portant question is, what does the franchise cost, and to 
whom does that cost go ? What is the amount that the 
state gets ? What is the amount left in the lobby ? Of 
course such considerations never arise in Missouri, or in 
New Jersey ; but in New York, the speaker had heard 
mention of them. Mr. Judson had called attention to 
the compensation often required for the granting of a 
franchise. In some cases that compensation divides it- 
self into two parts, the larger part coming first and the 
smaller part second. The speaker, therefore, emphasized 
the importance of a high standard of integrity for 
officials who have the power of granting franchises. 
Otherwise the first question that will come to the prac- 
tical lawyer who is not an economist will be : How much 
must be parted with to some individual before the state 
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receives a dollar? By no other method than by putting 
men of unquestioned integrity in office can we be as- 
sured that they will look first at the question whether 
public utility requires the granting of the franchise 
asked for, instead of looking first for other considera- 
tions. 

The speaker suggested further that the payment for 
a franchise should not be fixed in full at the time of its 
granting, but that there should be an annual charge, de- 
termined not on the primary charge to the grantee, but 
upon the value of the franchise to its user. For practi- 
cal reasons this annual charge should be fixed according 
to a definite method of calculation. A rule for solving 
the problem should be established and no state official 
should be allowed to work out the result in private, but 
only upon the public blackboard, where it will be pos- 
sible to examine his mathematical processes as well as 
his results. Then the same method that is applied to 
corporation number one will have to be applied also to 
corporation number two. 1 

Mr. W. Z. Ripley : Most of us are agreed that the 
principal difficulty in the actual assessment of the fran- 
chise tax is to be found in the method which is followed 
in several of the states, of taking the market value of 
the stocks, adding or not as you please the bonds accord- 
ing to the state policy in other matters, and deducting 
therefrom the actual physical, tangible property of the 
corporation. It is assumed that the law will adequately 
tax that physical property, but it is also assumed that 
their excessive earnings are far more than the actual 
physical tangible investment. The privilege of being 

1 Mr. Dill was unable to revise the report of his remarks, and the 
report here given of them is merely a paraphrase. 
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able to make such excessive earnings, over and above 
the normal interest upon the plant should be paid for 
in some way. Mr. Ford, author of the New York fran- 
chise tax law, as I understand it, proposed to follow 
this plan of taking the market value of the stock and 
then deducting therefrom the value of physical property. 
That seems simple and as, I understand, the tax com- 
missioners acquiesced in it in theory. In the first place 
the market value of these securities of water, gas or 
street railway companies is not always fixed by earn- 
ings. It may be speculative or it may rest upon the 
relation between that company and some other. It may 
rest upon the hope in the future that the stock will be 
watered by the issue of additional stock at par in some 
way so that abundance will come to the stock holders 
which does not necessarily come from the earnings upon 
the stock. In Massachusetts, where the law seems to 
work satisfactorily, we have almost all the street rail- 
way companies east of Worcester in the hands of an 
association which is not a corporation. Originally the 
control of these forty or more street railway companies 
was vested in trustees. That association known as the 
Massachusetts Electric Companies has no standing under 
the corporation laws of Massachusetts and the securities 
are quoted very low, not because the company is very 
unprosperous but because the legal position is so doubt- 
ful. It is uncertain whether the Legislature will not 
reach out its hand to take it. There is no doubt in the 
minds of practical lawyers that the decision of the 
courts is doubtful. If you take the market value of 
those securities and deduct the amount of the physical 
plant, you may have a minus quantity. In other words, 
the franchise tax would be nil upon all classes of such 
securities, and that too, because they are practically 
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evading the corporation laws of Massachusetts. Of 
course such difficulties may be remedied in time, but 
they offer an example where the market value of secur- 
ities is not determined by earning power. The Third 
Avenue Railway stock in New York one day stands at 
350, the next at 50, the next at 100. With such fluctu- 
ations between 1895 and the present day if you add all 
the market values of these corporations, stock minus 
actual property, you have a very uncertain process. If 
you reject the market value and take the par value you 
have other objections, probably greater. You will have 
this advantage : if your corporation is over-capitalized, 
if its securities are quoted at 25 in the market because 
there are four times too man}', that corporation would 
be taxed upon par value minus the values of the physi- 
cal plant rather than upon 25 per share as indicated. 

In conclusion I feel very strongly that this question 
of taxation is bound up very largely with the question 
of general corporate control. Massachusetts is favored 
in the matter of the franchise tax, but almost entirely 
because our other corporation laws are so strictly en- 
forced, because in Massachusetts they must not be over- 
capitalized and because they must be public so that you 
may always know what the companies are doing. 

In conclusion I would emphasize this fact that the 
taxation question is only a part and a mere branch of 
the question of control of capital and of public corpora- 
tions. We, in Massachusetts, see our great corporations 
going elsewhere. We are sorry for it. Yet Massachu- 
setts feels the necessity of holding the standard of cor- 
porate control as high as she has always done. Only by 
holding it so high will she be able to do without other 
franchise tax laws as they stand on the statute books of 
other states at present. 
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Question : How far does Massachusetts succeed in 
preventing stock watering ? Have they taxes according 
to par value ? Is that enforced practically ? 

Mr. Ripley : I believe I may say that it is enforced 
in all companies with the exception of large companies 
in the city of Boston. Even there in the case of street 
railway companies it is enforced with a good deal of 
completeness. The local situation is bad, and there are 
some bad things about the street railway system in 
Boston, but with that exception I believe that the cor- 
porations of Massachusetts as a whole represent in their 
capital the actual investment in physical tangible plant. 

Mr. E. J. James was not convinced by Mr. Eddy's 
argument against the taxation of quasi-public corpora- 
tions. Even if the business of supplying some good or 
service, such as transportation, were in the hands of the 
state itself, he thought it would be reasonable to tax the 
plant in the same way in which it might be taxed if in 
the hands of a private owner not subject to public super- 
vision as to charges or quality of service. Take for in- 
stance a municipal gas plant. The taxpayer who does 
not use gas may very reasonably demand that those who 
do, pay enough for it to afford a profit equivalent to the 
taxes which the city would have collected from similar 
gas plants in private hands. Unless this be done, the 
sum must come out of other taxpayers, and the non- 
sumer of gas must, as a taxpayer, contribute his share, 
which virtually goes to furnish cheaper gas to the con- 
sumer. If, as a matter of fact, every citizen made use 
of a municipal plant to the same extent as every other 
citizen, then there might be no reason for insisting that 
the city tax its own plants. Probably a municipal street 

8 
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railway would be more generally used than a municipal 
gas plant. But we must realize that in his capacity as 
a taxpayer, a citizen may have claim to a return from 
the government which he would not get by being 
afforded intramural transportation at a low rate. 1 

Mr. Eddy : That leads to the fixing of the fare in the 
case of street railways, for instance, high enough to pay 
back to the state the amount of the tax levied ; that is, 
at six cents, in order that the company may pay back 
one cent. The theoretical advantages of this suggestion 
may be more than offset by its practical disadvantages. 

Mr. Gray : The remarks of Prof. James show me that 
it is possible to confine ourselves so closely to a single 
element in a problem, as to lose sight of its wider and 
more serious bearings. To my mind, it is not primarily 
a question of what is right as between a street car com- 
pany and its patrons, but rather of what relation should 
exist between these two in the public interest. I know 
of scarcely an attempt to tax a company of this kind, 
that has not lead to social conditions which necessitated 
a public expenditure greater than the amount of the tax. 
I am not sure of the effects of the incidence of such a 
tax on the ultimate prosperity of the company, but am 
sure that such attempts usually result in limiting the 
extent and diminishing the efficiency of the service, and 
in intensifying the evils of slums in our large cities. 
The man who pays too high a fare may or may not be 
wronged. But the man who is . by such a tax entirely 
deprived of the service, and the public which must raise 
large sums apart from this tax to check and abolish the 

1 The above paraphrase of Mr. James's remarks has not had the ad- 
vantage of being corrected by him. 
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slums, are greatly injured. These services are all too 
essential to social welfare to justify lis in checking or 
crippling them by attempts to make them contribute 
directly to the public treasury. The minimum demand 
of the public ought to be a fare low enough to make the 
service self-sustaining without any special taxation. 

Professor James : If we are justified in taking money 
out of the treasury of the state in order to keep the fares 
down, or if we are justified in paying money out of the 
treasury in order to keep the price of gas low, then the 
other case would be justified. 

Professor Gray : I do not advocate taking money out 
of the treasury, but am opposed to putting money into 
the treasury, unjustly and unwisely, from this source. 
Fix the fare at a rate that will just make the service 
self supporting. 

Mr. J. F. Goodnow : I did not come here expecting 
to speak about this question. The particular point that 
was brought out, was with regard to the constitutional 
power of the states, under the decisions of the United 
States Supreme Court, to impose taxes upon the gross 
receipts of railways. My attention was called particu- 
larly to the question as the result of a decision which has 
been referred to, viz, Maine against the Grand Trunk 
Railway Co. It was alleged that it overruled the former 
decisions of the Supreme Court. An examination of 
that decision will, however, reveal the fact that the cor- 
poration upon which the tax was imposed was not a 
foreign corporation. Of course, the suit was directed 
against the Grand Trunk Railway, but the actual cor- 
poration whose receipts were in question, was one leased 
by the Grand Trunk Railway and was a Maine corpora- 
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tion. A state has the right to impose a tax on the gross 
receipts of a domestic corporation. The Supreme Court 
regards this as a franchise tax. A state can only tax 
the right of a foreign corporation to do business in the 
state. In the case of a foreign corporation, the state 
can tax the gross receipts from state and not from inter- 
state commerce. I do not think the case against the 
Grand Trunk Railway overruled the former decisions. 

Mr. Judson: Professor Good now has alluded to the 
recent decisions of the Supreme Court of the United 
States. One of the justices of that court said in a recent 
letter, that these questions of interstate taxation had 
caused the court more trouble than any other questions 
which had come before them. Under the recent de- 
cisions of the court, as I read them, it seems that in the 
taxation of interstate corporations, the domicile of the 
corporation and the theory of situs based upon the 
domicile of the corporation, are no longer material 
factors. Thus a non-resident corporation may hold tan- 
gible property in a state, insignificant in value, yet that 
property is part of a system which has a value in use, 
and the state can tax its proportion of that entire united 
property, according to that value in use. The court 
said that it would ignore fine spun theories of situs. If 
the state can thus tax its part of the entire value, irre- 
spective of the domicile of the corporation, why can it 
not tax its part of the entire gross or net earnings ? If 
the mileage rule is an appropriate means of ascertaining 
the state's proportion of the entire value, why may it 
not be applied in determining the state's share of the 
entire earnings? Injustice, of course, may be done in 
the determination of a state's share of the entire earn- 
ings, just as the court admits injustice may be committed 
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in determining the state's share of the entire value, — 
but the courts will deal with such questions of injustice 
when they arise. It would seem that the courts have 
removed the legal difficulties in the way of a just system 
of taxation of interstate properties, and it now remains 
for public opinion to insure justice in the exercise of 
this state power of taxation. It is becoming an eco- 
nomic and moral question, rather than a legal question. 

Mr. Theodore Marburg : There is a growing dis- 
position to tax franchises, and personally I believe such 
a tax to be just. But there is one point to which atten- 
tion ought to be called. It touches upon a question of 
social justice and expediency and to my mind is highly 
important. It is that such a tax should not be applied 
abruptly. A franchise tax may be quite just in prin- 
ciple and yet gross injustice may arise through applying 
it too abruptly. The Ford law offers a case in point. 
It proposed to tax the franchises of certain corporations 
at the full tax rate, the market value of the stock being 
used as a guide in determining the value of the fran- 
chise. Now many securities are on a 4^ basis, and the 
tax rate is often $2.00. The Consolidated Gas Company 
of New York, for example, paid dividends of 8fc and 
the value of its stock was in the neighborhood of 200. 
A tax rate of $2 on the full market value would have 
taken away 4%, or half the amount paid in dividends. 

Quite as much injustice may arise through the abrupt 
application of a sound principle as through the applica- 
tion of a false principle. Some method should be de- 
vised by which such a tax could be applied gradually 
through a period of years, beginning with a small per- 
centage and increasing it each year until the full tax is 
reached. This would permit the business of corpora- 
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tions in our growing American communities to grow up 
to this new demand of the public treasury upon them. 
If no such increase of business occurred, the stock- 
holder, who is often a person of small property, could 
then accommodate his expenditures to a gradually de- 
creasing income. 

Mr. S. P. Weston : We have heard a good deal of 
the theoretical side of the question. I wish to call at- 
tention to an important practical point — the question of 
uniform assessment. Mr. Howe called attention to the 
assessment of railroads by counties ; but there should be 
some uniform method of assessment throughout the 
state. We have here the same difficulty as in the assess- 
ment of real estate property, where the inequality is 
very conspicuous. A large real estate owner in Cleve- 
land told me that at the recent decennial appraisment 
he made inquiries of various assessors and found that 
some were making appraisments of 40%, some at 50^, 
some at 60%, while in one case they were as high as 
"jofo of the real value. This is a gross injustice ; but 
you will find the same thing in the county appraisemnet 
of corporate property. But to get the uniform assess- 
ment should the assessment be made on the full value 
of the property ? Professor Seligman made the remark 
that if you make the assessment at the full value it 
means a lower rate. Now this is theoretically true, but 
it seems to me that there is a valid practical objection 
to such appraisment. One objection, made by the real 
estate owner referred to, is that if you assess property at 
its full value, with the idea of lowering the rate, there 
is a very strong temptation to the politicians in power 
to unduly increase expenditures, appealing to the low 
rate as a justification. It seems to me that this is a 
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decidedly practical objection to the assessment of prop- 
erty at its full valuation. 

Another objection, I take it, is that you will get a 
more accurate and truthful declaration on the part of the 
owners themselves if they are assessed say at 50%, in- 
stead of at the full valuation. When you assess prop- 
erty at its full value, the feeling is very likely to prevail 
that there are many escaping their just taxes by under 
assessments. There is a psychological factor at work 
here which can not be overlooked and which should be 
taken into account by the practical legislator. 



